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The Triumvirate Continues

Healthy results in 1H2016: FREIT reported an increase in gross revenue by
6.8% to SGD53.1mn against 1H2015. Taking out the effects from Siloam
Hospitals Kupang and Lippo Plaza Kupang (acquired in December 2015), we
estimate half-yearly revenue to have grown marginally. 1H2016 EBITDA/Gross
Interest remained commendable at 5.1x while Debt-to-Total Assets ratio was
maintained at ~34%. On 30 June 2016, FREIT priced a SGD60mn perpetual
security with a fixed distribution rate of 5.68% p.a, proceeds will be used to
reduce existing loans and releasing debt headroom for future acquisitions.

New acquisitions: In 1H2016, FREIT paid SGD18mn (or 20% of total
purchase price) as part payment on a new Surabaya hospital where title is
expected to be issued to FREIT in 2H2021. FREIT is receiving 6% rate of
return p.a from its Sponsor for effectively “pre-funding” this acquisition over the
next 5 years. We view the return as acceptable, albeit on the low end vs. its
cost of capital. The existing Surabaya hospital will remain operational during
this time, helping to ensure continuity in rental income. In February 2016,
FREIT announced a proposed joint acquisition with Lippo Malls Indonesia
Retail Trust (“LMIRT”) for an integrated development comprising a hospital
and mall development from their Sponsor, Lippo. Due to regulatory
constraints, a joint venture company (“JVCo”) has been set up between FREIT
and LMIRT to hold their property interest. The purchase consideration to be
borne by FREIT amounts to ~SGD41m (before fees) for the hospital portion.
The transaction is conditional on approval from both LMIRT and FREIT
unitholders.

Aggressive expansion by Siloam/Lippo: FREIT’s rental income is heavily
concentrated with its Sponsor, which contributes 83% to gross rental income in
FY2015. Whilst rental payment to FREIT is made by Lippo, such hospitals are
sub-leased to PT Siloam International Hospitals Tbk (“Siloam”), a healthcare
operator ~71% owned by Lippo. With a higher proportion of hospitals still in the
developmental/ramp-up phase, we expect Siloam’s cash flow generation
ability in the next few years to remain thin. Lippo and Siloam are also
undergoing a period of aggressive expansion with 43 hospitals under various
stages of development, compounding demand on capital (currently Siloam
operates 24 hospitals). About 30% of Master Leases (by rental income
contribution) are coming due in ~5 years, while the risk of outright non-renewal
is low; the REIT is exposed to uncertainty of amendments in lease terms (eg:
Lippo currently bears full currency exchange risk on base rents for the
Indonesian properties where it is a Master Lessee). We expect FREIT will be
further mobilised for capital recycling between the three parties.

PT Metropolis Propertindo Utama (“MPU”) — an increasingly important
counterparty: MPU is the second largest shareholder of Lippo with ~5%
stake. The company (which was last rated as non-investment grade by S&P
prior to the rating being withdrawn) entered into an agreement with Siloam to
expand Siloam’s healthcare business. MPU also has the right to
build/offer/lease out properties that will be operated as “Siloam”-branded
hospitals across Indonesia. In the last two years, MPU has also become the
Master Lessee on three properties bought by FREIT from MPU. We view
FREIT’s counterparty credit risk to be heightened following its increased
exposure to MPU, but manageable for now. According to FREIT, whilst MPU is
the Master Lessee, such properties are sub-leased by Siloam as the hospital
operator. We maintain FREIT's issuer profile at Neutral.
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First Real Estate Investment Trust
Figure 1: Revenue by Geography - FY2015

Table 1: Summary Financials

Year Ended 31st Dec EY2014 EY2015 202016
Income Statement (SGD'mn)
Revenue 93.3 100.7 26.6 Singapore Korea
270 0.9%
EBITDA 80.5 88.0 23.6
EBIT 80.5 88.0 23.6
Gross interest expense 15.2 16.5 4.7
Profit Before Tax 112.7 96.3 18.3
Net profit 90.6 67.8 14.1
Balance Sheet (SGD'mn)
Cash and bank deposits 28.2 26.8 319
Total assets 12124 13152 1,327.1 Indonesia
Gross debt 396.6 442.6 452.4
Net debt 368.3 415.7 420.5
Shareholders' equity 745.0 791.1 792.8 mindonesia aSingapore mKorea
Total capitalization 1,1415 1,233.7 1,245.2
Net capitalization 1,113.3 1,206.8 1,213.3
Cash Flow (SGD'mn) Source: Company
Funds from operations (FFO) 90.6 67.8 14.1
CFO 80.8 74.3 20.2
Capex 0.0 0.0 0.0 Figure 2: Net Debt to EBITDA (x)
Acquisitions 67.7 56.5 0.0
Disposals 0.0 0.0 0.0 i
Dividends 39.8 50.0 13.2
Free Cash Flow (FCF) 80.8 74.3 20.2
FCF Adjusted -26.8 -32.3 6.9
Key Ratios 46
EBITDA margin (%) 86.4 87.4 88.7
Net margin (%) 97.2 67.3 52.9
Gross debt to EBITDA (x) 4.9 5.0 4.8 45
Net debt to EBITDA (x) 4.6 4.7 4.5
Gross Debt to Equity (x) 0.53 0.56 0.57
Net Debt to Equity (x) 0.49 0.53 0.53
Gross debt/total capitalisation (%)  34.7 35.9 36.3
Net debt/net capitalisation (%) 33.1 34.4 34.7
Cash/current borrow ings (x) 11 0.6 0.7 FY2014 FY2015 2Q2016
EBITDA/Total Interest (x) 5.3 5.3 5.0 ® Net Debt to Equity ()
Source: Company, OCBC estimates Source: Company
* FCF Adjusted =FCF - Acquisitions - Dividends + Disposals
Figure 3: Debt Maturity Profile Figure 4: Net Debt to Equity (x)
(SGD'mn)
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This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in
whole or in part to any other person without our prior written consent. This publication should not be construed as an offer or
solicitation for the subscription, purchase or sale of the securities/instruments mentioned herein. Any forecast on the
economy, stock market, bond market and economic trends of the markets provided is not necessarily indicative of the future
or likely performance of the securities/instruments. Whilst the information contained herein has been compiled from sources
believed to be reliable and we have taken all reasonable care to ensure that the information contained in this publication is
not untrue or misleading at the time of publication, we cannot guarantee and we make no representation as to its accuracy or
completeness, and you should not act on it without first independently verifying its contents. The securities/instruments
mentioned in this publication may not be suitable for investment by all investors. Any opinion or estimate contained in this
report is subject to change without notice. We have not given any consideration to and we have not made any investigation
of the investment objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly,
no warranty whatsoever is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly as
a result of the recipient or any class of persons acting on such information or opinion or estimate. This publication may cover
a wide range of topics and is not intended to be a comprehensive study or to provide any recommendation or advice on
personal investing or financial planning. Accordingly, they should not be relied on or treated as a substitute for specific
advice concerning individual situations. Please seek advice from a financial adviser regarding the suitability of any
investment product taking into account your specific investment objectives, financial situation or particular needs before you
make a commitment to purchase the investment product.

OCBC and/or its related and affiliated corporations may at any time make markets in the securities/instruments mentioned in
this publication and together with their respective directors and officers, may have or take positions in the
securities/instruments mentioned in this publication and may be engaged in purchasing or selling the same for themselves or
their clients, and may also perform or seek to perform broking and other investment or securities-related services for the
corporations whose securities are mentioned in this publication as well as other parties generally.
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